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DIRECT BROADCAST SATELLITE SERVICE IN
THE MULTICHANNEL VIDEO DISTRIBUTION
MARKET

THURSDAY, MAY 8, 2003

HOUSE OF REPRESENTATIVES,
COMMITTEE ON THE JUDICIARY,
Washington, DC.

The Committee met, pursuant to call, at 10 a.m., in Room 2141,
Rayburn House Office Building, Hon. F. James Sensenbrenner, Jr.
(Chairman of the Committee), presiding.

Chairman SENSENBRENNER. The Committee will be in order.

The Committee on the Judiciary has exclusive congressional ju-
risdiction over laws pertaining to antitrust and effective competi-
tion in the national marketplace. As Chairman of this Committee,
I have made it a priority to rigorously examine business practices
and structural barriers that unfairly restrain competition in our
Nation’s free market economy. Over 90 million Americans receive
multichannel video services. The multichannel video industry,
which comprises both cable and satellite video service distributors
has expanded entertainment options for millions of Americans and
provided access to timely and important news information. Last
year cable and satellite revenues were well over $50 billion.

The last several years have seen rapid growth in the direct
broadcast satellite video distribution market. DBS technology pro-
vides Americans with expanded viewing options by transmitting
satellite signals directly to their homes. Since 1994 the number of
DBS subscribers has skyrocketed from zero to nearly 20 million.
Satellite service has provided millions of Americans with access to
multichannel video programs once reserved to cable subscribers in
urban areas. In my State of Wisconsin, for example, 30 percent of
the homes have no access to cable, including mine.

My Committee colleagues on both sides of this dais have heard
complaints from constituents concerning poor cable service and
cable bills that continue to increase well above the rate of inflation.
DBS serves as an important competitive counterweight to cable’s
traditional dominance of the multichannel video TV programming
distribution market. Two fierce competitors, DirecTV and EchoStar,
control over 90 percent of the U.S. DBS market, but only around
20 percent of the broader, multichannel video distribution market.
DBS offers the potential to provide rural communities with
broadband Internet service, a central feature of the 21st century in-
frastructure. But far more remains to be accomplished in this field.
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In 2001 the Hughes Corporation announced plans to sell DirecTV
to EchoStar Communications. That combined company would have
created a horizontally-integrated U.S. DBS monopoly. In December
of 2001 this Committee conducted an oversight hearing on competi-
tion in the multichannel video distribution market at which com-
petitive aspects of this proposal were discussed. After a protracted
period of review, the Department of Justice, and a unanimous FCC,
rejected that merger because of its serious anticompetitive poten-
tial.

Last month News Corp. announced that it had acquired a con-
trolling interest in Hughes Corporation’s DirecTV. While reaction
to this announcement has not been universally enthusiastic, there
is virtually unanimous agreement that the competitive implications
of this merger are fundamentally different from those presented by
the failed EchoStar-DirecTV merger. Because News Corp. does not
own U.S. based satellite distribution assets, its acquisition of
DirecTV does not raise horizontal antitrust concerns. At the same
time, News Corp. has significant programming assets, including
20th Century Fox, the Fox Network, National Geographic Network
and the Fox News Channel. As a result, its acquisition of DirecTV
has led some to express concern about the creation of a vertically-
oriented media conglomerate that could withhold programming
from distribution competitors. Vertically-oriented media organiza-
tions are not without parallel in the U.S. media market. Larger
media companies such as AOL Time Warner control both program-
ming and distribution resources. Nonetheless, in its recently filed
FCC transfer application, News Corp. agreed to several binding
commitments to address potential program access concerns. The
Committee looks forward to learning more about the nature and
scope of these obligations. It should also be emphasized that News
Corp.’s acquisition of DirecTV does not require relaxing media own-
ership rules presently being examined by the FCC.

Before we begin, I would like to stress that the purpose of today’s
hearing is not to prejudice the outcome of pending antitrust review
of News Corp.’s proposed acquisition of DirecTV. We are legislators,
not regulators. However, as legislators, particularly on this Com-
mittee, we have an obligation to continually examine the legal en-
vironment to ensure our antitrust laws are enforced in a manner
that provides American consumers the most affordable, highest-
quality products that our free-market economy can produce. To-
day’s hearing advances this important commitment. And let me
state that this hearing is restricted to this particular aspect, and
the Chair intends to rule out of order questions or comments that
are outside the scope of this hearing.

I look forward to hearing from today’s distinguished panel, and
yield to Ranking Member Conyers for his opening remarks.

Mr. CoNYERS. Thank you, Mr. Chairman. Good morning, Mem-
bers of the Committee, witnesses. I'm happy to have you all here.
I want to thank the Chairman to begin with. I think this is very
important, and Mr. Murdoch is not the most frequent witness that
we have up on the Hill. We should extend our compliments to him
for accepting our invitation.

We'’re all here to examine a merger that could have a greater po-
tential impact on the diversity that we consider is so important in
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the American system. News Corp., 16 billion global, to acquire
DirecTV, 9 billion, subsidiary of General Motors, reaches 11 million
viewers. This is the big guys.

New Corp would be a new entrant into the multichannel video
market, and so the merger does not present any serious horizontal
antitrust issues as far as I and my lawyers are concerned. So if
there are antitrust issues, they’re all vertical. Well, I don’t know
how some people count, but when you count viewers, News Corp.’s
market share is about 19 or 20 percent. And in specific markets
like sports programs, it’s probably 50 percent or more of a given
geographic market, a position that could constitute a market power
issue under case law.

So what can we do to make sure that this enormous aggregation
of power is not misused? Well, we get promises. News Corp. has
promised to make Fox programming available to DirecTV’s com-
petitors on comparable terms and prices. Now, will Fox overcharge
both DirecTV and its competitors for a desirable program? No.
They wouldn’t do anything like that. [Laughter.]

So when you put that possibility together with another possi-
bility, that FCC may lift ownership caps entirely, we come up with
a more critical issue that needs to be examined, and so that’s why
we're here. We want to put all the cards on the table. This is a one-
time hearing, unless I can restrain the Chairman from holding a
second hearing on this subject. So we’ve got to figure this stuff out.
So I want as many of you that can, put aside—we’ve got your pre-
pared statement, but let’s talk business here today. What about the
consumers? Where do they fit into this picture? On the affirmative
action side we’ve got a very sorry picture. And so we are here, as
the Federal Government always says, “We’re here to help you guys.
We're friends. Let’s all work this out together.”

There are some other issues here, as Chairman Sensenbrenner
has raised, and he’s asked me not to raise them, but I've got your
addresses anyway, so I'll be seeing you after this hearing to go into
them as well.

So I thank you again, Mr. Chairman.

Chairman SENSENBRENNER. Thank you. Without objection, all
Members opening statements will appear in the record at this
point.

[The prepared statement of Mr. Goodlatte follows:]

PREPARED STATEMENT OF THE HONORABLE BOB GOODLATTE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF VIRGINIA

Thank you, Mr. Chairman, for your aggressive oversight of our Nation’s antitrust
laws. I am pleased to be here today to discuss the proposed merger of News Corp.
and DirecTV. Direct Broadcast Satellite (DBS) technology brings broadcast tele-
vision to rural areas, such as portions of the 6th district of Virginia, that otherwise
would be difficult, if not impossible to reach by other video delivery technologies.
Because the signals are sent directly to the homes of the consumers, this delivery
method is not as limited by mountainous terrain as are other technologies. DBS is
crucial to rural areas, and I have a strong interest in ensuring that competition in
the DBS market thrives.

DBS technology provides important competition in the multi-channel video dis-
tribution market. For years, cable companies dominated this market but now DBS
technology provides a high quality option for consumers. The continued growth of
both the cable and DBS distribution industries will create a competitive atmosphere
in the market and will thus ultimately benefit consumers.
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Some argue that this proposed merger would create an anti-competitive environ-
ment. However, the proposed merger of DirecTV and News Corp. certainly does not
raise horizontal antitrust concerns. Although there are some that question whether
such a vertically-oriented business model would create an anti-competitive environ-
ment, I am pleased that News Corp. has expressed a willingness to adopt certain
guidelines to specifically address the concerns that it could potentially deny access
to its programming.

I am hopeful that these commitments from News Corp. illustrate the company’s
willingness to work to ensure that this proposed merger is good for competition and
good for consumers. I look forward to hearing more details about the proposed merg-
er and the precautions that are being taken to ensure that competition in the multi-
channel video distribution market thrives. Thank you again Mr. Chairman, for hold-
ing this important hearing.

[The prepared statement of Mr. Jenkins follows:]

PREPARED STATEMENT OF THE HONORABLE WILLIAM L. JENKINS, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF TENNESSEE

I appreciate Chairman Sensenbrenner holding a hearing today to explore the pro-
posed merger between News Corporation and DirectTV. Although I was required to
miss most of the testimony due to the Agriculture Committee’s legislative markup,
I am familiar with the subject.

The message I receive repeatedly from the constituents of the first district of Ten-
nessee is their need to obtain local channels, the expansion of local programming
into more markets and the advancement of new technologies that will bring high-
speed internet access to rural areas at an affordable price with improved quality.

The testimony given today suggested this may be achieved by the proposed merg-
er. I am hopeful that all of those who review the proposed merger between News
Corporation and DirectTV will keep the public in mind and the need to allow rural
areas in the United States to be included in the advancements made in the media
markets.

[The prepared statement of Mr. Feeney follows:]

PREPARED STATEMENT OF THE HONORABLE TOM FEENEY, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF FLORIDA

Mr. Chairman, I want to thank you for holding this hearing today on “Direct
Broadcast Satellite Service in the Multichannel Video Distribution Market.” I be-
lieve that the innovation and competition that the satellite industry has brought to
the pay television market has already had a positive impact on consumers. How-
ever, I also believe that the satellite industry is only at the early stages of being
able to truly compete with cable. That is why I strongly support News Corporation’s
purchase of DirecTV. I believe that a combined News Corporation—DirecTV will
offer the first true competition to cable and will make both cable and satellite a bet-
ter service for consumers.

News Corporation has a history of bringing competition and innovation to old
markets. From its introduction of a fourth television network, to competing with an
entrenched cable news service, to starting the first 24-hour Spanish language sports
channel, News Corporation has always been willing to invest and innovate to shake
up the status quo. I believe that News Corporation will do the same in the pay tele-
vision market. With the introduction of more vibrant competition in the MVPD mar-
ketplace, not only will cable rates likely stabilize, but consumers will benefit from
improved service and technological innovation as News Corporation and cable opera-
tors try to differentiate their products in order to attract and maintain customers.
While concerns have been raised about vertical integration and the anti-competitive
threat posed by the combination of programming content and distribution outlet, I
believe that the parties program access commitments will ensure that all competi-
tive MVPD operators will have fair and open access to News Corporation program-
ming. I look forward to working with the parties and the regulators to ensure that
this merger is approved quickly and will provide the best competition and choice for
all consumers.

[The prepared statement of Mr. Flake follows:]
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PREPARED STATEMENT OF THE HONORABLE JEFF FLAKE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ARIZONA

Thank you, Mr. Chairman, for conducting this important hearing on the proposed
merger between News Corporation and Hughes Electronics.

As a believer in the free market, Mr. Chairman, when it comes to public policy,
I always seek to find ways to allow the market to work—to determine what succeeds
and what fails. Governments are not equipped to predict the market, nor should
they try, and I believe that the Federal Government should have a limited role in
reviewing mergers between private sector companies. Although I will certainly pay
attention to the proceedings at this hearing and in the future, I do not anticipate
that this merger will warrant substantial antitrust action.

Thank you again, Mr. Chairman. I am interested to learn what News Corporation
plans for DirecTV, and I look forward to hearing today’s testimony.

[The prepared statement of Mr. Cannon follows:]

PREPARED STATEMENT OF THE HONORABLE CHRIS CANNON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF UTAH

Mr. Chairman, I would like to congratulate you for holding this hearing on the
merger between News Corporation and Hughes Electronics. I have been following
the issue of satellite television for some time. Last year, my congressional district
encompassed a large percentage of the land mass of Utah, and for my rural con-
stituents, satellite television is the only method of receiving video programming.
When the proposed merger between EchoStar and DirecTV was considered, I took
an active role, in large part because of my role with the Western Caucus and my
concerns about rural constituents.

The last round of redistricting rendered my district less rural than it had been
before—and although I still represent some rural constituents, I now represent the
much more urban areas of Provo and Salt Lake County. It bears mentioning that
satellite television is also a lot less rural than it used to be—DirecTV and DISH
Network dishes are now often perched on the balconies of high-rise apartment build-
ings as these two companies have taken the competitive fight right into cable’s back-
yard. This has been good for DBS service, for cable service, and for consumers in
general. I believe that having strong, competitive and vital DBS companies is in the
interest of urban and rural consumers alike.

Last year, I initiated a letter from the House Western Caucus in opposition to the
proposed merger between Hughes and EchoStar. From the standpoint of westerners
with no access to cable systems, it was a merger between Macy’s and Gimbel’s in
a town with two stores, and despite assurances from EchoStar that this would be
a benign monopoly, I felt that consumers never benefit from the absence of competi-
tion.

The merger before us presents different issues. There is no question this is an
issue of horizontal concentration. While it will certainly involve vertical integration,
the two companies have proposed considerable measures to ensure that there will
be no opportunity for them to disadvantage their competitors. I commend News Cor-
poration and DirecTV for recognizing the need for merger conditions which will as-
sure their competitors that there will be no discrimination in programming access.

In my role as a member of the House Judiciary Committee, it is my job to con-
sider any antitrust threats that this merger may pose, and my initial impression
is that there aren’t any. However, in my role as Chairman of the Western Caucus,
I am interested in the opportunities that the merger might provide for the same
western and rural consumers that were threatened by the previous merger proposal.

News Corporation has more experience with satellite broadcasting than any other
company. I am also interested in the questions of rural broadband and local-into-
local, and how the post-merger DirecTV would proceed in these areas. In short, I
am interested to hear from Mr. Murdoch how he intends to strengthen the company
he is acquiring.

Obviously, the great benefit of DBS is that it is not sensitive to population density
or to line-of-sight issues. This accounts for its popularity in the Intermountain West,
and the development of satellite technology bears directly on the quality of life in
that area. It is my hope that this merger will energize DirecTV and speed the de-
ployment of the next generation of services.

News Corp.’s approach is to shake things up, creating out of nothing a fourth
broadcast network, a second cable news network, and a second cable sports package.
It is my hope that this company brings the same vigor to the DBS industry.

[The prepared statement of Mr. Coble follows:]
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PREPARED STATEMENT OF THE HONORABLE HOWARD COBLE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NORTH CAROLINA

I appreciate Chairman Sensenbrenner holding a hearing today to discuss the mer-
its of the proposed merger between News Corporation and DirecTV. I also applaud
the contribution of all of the witnesses and appreciate their sharing with us their
experiences and opinions.

Currently, as I understand it, there are two major suppliers of satellite services
in the U.S.—DirecTV and Echostar. In some areas of my home state of North Caro-
lina, cable providers may not effectively and cost-efficiently reach customers. In
those cases, satellite may be a viewer’s only option.

That said, I believe public policy should promote competition in the satellite in-
dustry. We must enable an environment that encourages new technologies, innova-
tive business ideas and progressive strategies. I believe my constituents deserve
choices and should be offered reasonable prices for programming no matter what
their address—country road or city thoroughfare.

Over the years, I have heard from North Carolinians complaining that they can-
not access local programming, such as college sports events and local news, because
cable does not reach their viewing area and they cannot get a local signal through
their satellite. I believe it is important for paying customers to be able to have ac-
cess to local programming. As technology improves, so should service to all cus-
tomers, including those in rural America.

The benefit of this merger to News Corporation is obvious—if approved, News
Corporation will gain access to a satellite market in which it is not currently in-
volved. The financial benefit for DirecTV is also apparent.

During today’s questioning, however, I asked Mr. Murdoch to explain what bene-
fits this merger may bring to current satellite customers. I was encouraged to learn
that he is committed to expanding local-into-local services into markets which are
difficult to reach, hoping to reach 85% of all customers by the end of the year. He
also suggested that if the merger were to be consummated, News Corporation would
continue towards the goal of expanding local programming into more markets that
are currently not reached.

I was also glad that Mr. Murdoch mentioned, as another benefit to satellite cus-
tomers, the advancement of new technologies aimed at bringing high-speed Internet
access to rural America at a reasonable price and with improved quality. If the
merger were to be approved, he suggested that one priority of News Corporation
would be to invest in research, equipment and technology to expand broadband ca-
pabilities.

In my opinion, News Corporation is a maverick in an industry once dominated
by the status quo. Mr. Murdoch’s innovative approach to the media market has cre-
ated competition, new program choices for consumers and a fresh, and sometimes
controversial, debate. I am neither unnerved by nor apprehensive about Mr.
Murdoch’s successes.

As the debate on this merger moves forward, I hope those reviewing the merger
application will not be swayed by personal opinions about Mr. Murdoch and the size
of News Corporation. Instead, I hope the focus of this debate will be on imple-
menting public policy that will bolster competition and provide more choices at bet-
ter prices for all customers.

Chairman SENSENBRENNER. Our first witness is Rupert Murdoch,
the Chairman and CEO of News Corp. News Corp. is a diverse
media organization with film, newspaper, television, sports and
print publishing assets. Under Mr. Murdoch’s leadership, News
Corp. has grown to represent some of America’s best known
brands, including the Fox Channel, 20th Century Fox, Movie Stu-
dio and Fox News Channel. News Corp.’s 2002 revenues, U.S.
media revenues, were the sixth largest after AOL Time Warner,
Viacom, Comcast, Sony and Disney.

Kevin Arquit is a partner at Simpson Thacher & Bartlett, where
he focused on antitrust and competition issues. Before entering pri-
vate practice, Mr. Arquit was General Counsel of the FTC and
served as Director of the FTC’s Bureau of Competition.

Neal Schnog is President of Uvision, an Oregon-based cable oper-
ator serving over 6,000 customers. He is also Vice Chairman of the
American Cable Association, an industry group representing small-
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er cable operators. Mr. Schnog has extensive experience in the
cable industry, having served in a variety of positions at more than
a dozen cable TV systems ranging in size from 100 to over 100,000
customers.

Our final witness is Gene Kimmelman, Senior Director for Advo-
cacy and Public Policy for Consumers Union. Mr. Kimmelman is a
frequent witness before congressional Committees on telecommuni-
cations and antitrust issues. Mr. Kimmelman testified during the
Committee’s 2001 hearing on the state of competition and the mul-
tichannel video distribution market. Prior to joining the Consumers
Union, Mr. Kimmelman was a staff member on the Senate Judici-
ary Committee, for which we forgive him, and served as Legislative
Director for the Consumer Federation of America, and was a con-
sumer advocate for Public Citizen.

Would each of you please stand, raise your right hand, take the
oath?

[Witnesses sworn.]

Chairman SENSENBRENNER. Let the record say that each of the
witnesses answered in the affirmative. Without objection, each
witness’s printed statement will appear in the record. The Chair
will ask each witness to confine their remarks to 5 minutes, and
then we will proceed with questioning by Members of the Com-
mittee under the 5-minute rule.

Mr. Murdoch, you are first.

TESTIMONY OF RUPERT MURDOCH, CHAIRMAN AND CEO,
THE NEWS CORPORATION, LTD.

Mr. MURDOCH. Good morning, Chairman Sensenbrenner, Rank-
ing Member Conyers and Members of the Committee. Thank you
for the invitation to testify this morning on News Corporation’s
proposed acquisition of a 34 percent interest in Hughes.

This transaction will infuse DirecTV with the strategic vision, ex-
pertise and resources necessary to bring increased innovation and
robust competition——

Chairman SENSENBRENNER. Mr. Murdoch, can you pull the
microphone a little bit closer to you? Thank you.

Mr. MURDOCH. I'm sorry, sir. The resulting public interest bene-
fits are manyfold and substantial. Today I would like to tell you
specifically why this deal will be good for consumers and good for
competition. By combining the expertise and technologies of our
two companies, consumers will benefit from better programming,
more advanced technologies and services and greater diversity.

One of the first enhancements DirecTV subscribers will enjoy is
more local television stations. News was the first proponent of
local-into-local service as part of our ASkyB satellite venture 6
years ago, and it remains one of our top priorities. News is com-
mitted to dramatically increasing DirecTV’s present local-into-local
commitment of 100 DMAs by providing local-into-local service in as
many of the 210 DMAs as possible, and to do so as soon as eco-
nomically and technologically feasible.

In addition, News is exploring new technologies to expand high
definition television content and aggressively build broadband serv-
ices.
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News will also bring a wealth of new services to DirecTV sub-
scribers from BSkyB in Britain, including interactive news and
sports, and access to online shopping, banking, games, e-mail and
information services. And we will infuse Hughes with our deep and
proven commitment to equal opportunity and diversity, including
more diverse programming and a variety of mentoring, executive
development and internship programs.

You can count on these enhancements because innovation and
consumer focus is part of our company’s DNA. We have a long and
successful history of defying conventional wisdom and challenging
market leaders, whether they be the “Big 3” broadcast networks,
the previously dominant cable news channel, or the entrenched
sports establishment.

We started as a small newspaper company and grew by pro-
viding competition and innovation in stale, near monopolistic mar-
kets. It is our firm intention to continue that tradition with
DirecTV.

With these consumer benefits, DirecTV will become a more for-
midable competitor to cable and thus enhance the competitive land-
scape of the entire multichannel industry. To that end, I should
note that there are no horizontal or vertical concerns arising from
this transaction. The transaction does result in a vertical integra-
tion of assets because of the association of DirecTV’s distribution
platforms and News’s programming interests.

But this is not anticompetitive for two reasons. First, neither
company has sufficient power in its relevant market to be able to
act in an anticompetitive manner. Second, neither News nor
DirecTV has any incentive to engage in anticompetitive behavior.
As a programmer, News’s business model is predicated on achiev-
ing the widest possible distribution to maximize advertising rev-
enue and subscriber fees. Similarly, DirecTV has every incentive to
draw from the widest spectrum of attractive programming regard-
less of its source.

Nevertheless, we’ve agreed to a series of program access under-
takings to eliminate any concerns over the competitive effects of
this transaction, and we've asked the FCC to adopt these program
access commitments as a condition of the approval of our applica-
tion. Viewed from another perspective, neither News nor Hughes is
among the top five media companies in the United States. News is
sixth with 2.8 percent of total industry expenditures, and Hughes
is eighth. Even combined, the companies would rank no higher
than fifth, half the size of the market leader.

In closing, I believe this transaction represents an exciting asso-
ciation between two companies with the assets, experience and his-
tory of innovation to ensure DirecTV can provide better service to
consumers and become an even more effective competitor.

Thank you for you attention. I look forward to your questions.

[The prepared statement of Mr. Murdoch follows:]

PREPARED STATEMENT OF RUPERT MURDOCH

Good Morning, Chairman Sensenbrenner, Ranking Member Conyers, and Mem-
bers of the Committee. Thank you for the invitation to testify today regarding News
Corporation’s proposed acquisition of a 34% interest in Hughes Electronics Corpora-
tion.
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Let me say at the outset that we believe that this acquisition has the potential
to profoundly change the multichannel video marketplace in the United States to
the ultimate benefit of all pay-TV customers, whether they are direct-to-home sat-
ellite or cable subscribers. It is my hope, and my goal, that as a result of this acqui-
sition, Hughes’ DIRECTV operation will be infused with the strategic vision, exper-
tise, and resources necessary for it to bring innovation and competition to the multi-
channel marketplace and, of course, to the televisions of tens of millions of American
viewers.

The public interest benefits of this transaction are manifold, but I would like to
briefly touch on three key areas today:

First, News Corporation’s outstanding track record of providing innovative new
products and services to consumers, a track record that it is determined to replicate
at Hughes and DIRECTV;

Second, the specific consumer benefits that will be realized from this transaction,
including improvements in local-into-local service, new and improved interactive
services, and the many new diversity programs News Corporation will bring to
Hughes; and

Third, the absence of any horizontal or vertical merger concerns about this trans-
action. This transaction will only increase the already-intense competition in the
programming and distribution markets, and market realities will compel our compa-
nies to continue the open and non-discriminatory practices each company has lived
by. Nonetheless, to eliminate any possible concerns over the competitive effects of
vertical integration, the parties have agreed as a matter of contract to significant
program access commitments, and have asked the FCC to make those commitments
an enforceable condition of the transfer of Hughes’ DBS license.

News Corporation’s track record of innovation as a content provider and as a sat-
ellite broadcaster is without parallel. Our company has a history of challenging the
established—and often stagnant—media with new products and services for tele-
vision viewers around the world. Perhaps our first and best-known effort to offer
new choices to consumers in the broadcasting arena came with the establishment
of the FOX network in 1986. FOX brought much-needed competition to the “Big 3”
broadcast networks at a time when conventional wisdom said it couldn’t be done.
Seventeen years later, we have proved unambiguously that it could be done, with
FOX reigning as the number one network so far this calendar year in the highly
valued “adults 18-49” demographic. Along the way, we redefined the TV genre with
shows like The Simpsons, In Living Color, The X-Files, and America’s Most Wanted,
and more recently 24, Boston Public, Malcolm in the Middle, The Bernie Mac Show,
and the biggest hit on American TV, American Idol.

The FOX network was launched on the back of the Fox Television Stations group,
an innovator in local news and informational programming since it was first formed.
Today, Fox-owned stations air more than 800 hours of regularly scheduled local
news each week—an average of 23 hours per station. We have increased the amount
of news on these stations by 57 percent, on average, compared to the previous own-
ers. Viewers demand more local news, and we provide it. Fox-owned stations were
often the first—and in many markets are still the only—stations to offer multiple
hours of local news and informational programming each weekday morning. This
commitment to local news extends well beyond the stations we own. Since 1994, Fox
has assisted more than 100 affiliates in launching local newscasts.

In addition to providing greater choice and innovation in network entertainment
and local news, we have also redefined the way Americans watch sports. With view-
er-friendly innovations such as the “FOX Box” and the first “Surround Sound”
stereo in NFL broadcasts, the catcher cam in baseball, the glowing puck in hockey,
and the car-tracking graphic in NASCAR, FOX has made sports more accessible and
exciting for the average fan. FOX Sports Net, launched in 1996, has provided the
first and only competitive challenge to the incumbent sports channel, ESPN. Fox
Sports Nets’ 19 regional sports channels, reaching 79 million homes, regularly beat
ESPN in several key head-to-head battles. In 2002, Major League Baseball on ESPN
averaged a 1.1 rating. On Fox Sports Net, baseball scored an average 3.5 rating in
the markets it covers. The NBA on ESPN has averaged a 1.2 rating during the cur-
rent season. In Fox Sports Net’s markets, it has rated a 2.2. The key to Fox Sports
Net’s success is its delivery of what sports fans want most passionately: live, local
games, whether at the professional, collegiate, or high school level, coupled with out-
standing national sports events and programming.

Perhaps News Corp.’s most stunning success against conventional wisdom—and
our most innovative disruption of the status quo—is the Fox News Channel,
launched in 1996. A chorus of doubters said CNN owned the cable news space and
no one could possibly compete. A scant five years later, Fox News Channel overtook
CNN, and since early 2002 has consistently finished first among the cable news
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channels in total day ratings. Growing from 17 million subscribers at launch to al-
most 82 million subscribers this month, Fox News Channel boasts some of the most
popular shows on cable and satellite. I think it is fair to say Fox transformed the
cable news business, introducing innovative technology and programming, and
bringing a fresh choice and perspective to American news viewers.

Across the dial on American television are examples of where our challenges to
the status quo have made a difference for viewers and proven we could be competi-
tive against entrenched competition. We've launched and expanded FX, a general
entertainment channel; we’ve launched the movie channel FXM; and we've re-
launched and expanded the Speed Channel, a channel devoted to auto racing enthu-
siasts. And in January 2001, we launched National Geographic Channel with our
partner, the National Geographic Society, into nine million homes. Today, Nat Geo
is the fastest-growing cable network in the nation with 43 million subscribers and
is making steady progress in the ratings against the established industry leader,
The Discovery Channel.

News Corp.’s track record of innovation is not limited to the United States. News
Corp. will bring a wealth of innovation to Hughes and DIRECTV from its British
DTH platform, BSkyB. We launched BSkyB in 1989 with only four channels of pro-
gramming. In 1998, frustrated by the limitations of analog technology and deter-
mined to give viewers even wider choices, BSkyB launched a digital service that
boasted 140 channels. In 1999, in order to speed the conversion to digital and to
drive penetration, BSkyB offered free set-top boxes and dishes. The conversion to
digital took three years and cost BSkyB nearly one billion dollars, but by 2001,
when the transition to digital was complete, BSkyB’s subscriber base had grown to
5 million homes. Through BSkyB’s digital offering, BSkyB viewers may choose from
389 channels delivering programming 24 hours each day. They also have a vast
array of new services, including world-first interactive innovations such as a TV
news service that allows viewers to choose from multiple segments being broadcast
simultaneously on a news channel, multiple camera angles during sporting events,
or multiple screens of programming within a certain genre. In addition, BSkyB
viewers have access to online shopping, banking, games, email, travel, tourism and
information services. With the launch of Europe’s first fully integrated digital video
recorder in 2001, BSkyB customers won access to even more interactive capabilities
and viewing choices.

Upon completion of this transaction, News Corp. will bring the same spirit of in-
novation to the DBS business in the U.S, in the process redefining the choices
Americans have when they watch television. This spirit of never-say-die competition
and News Corp.’s demonstrated determination to provide ever-expanding services to
the public have the potential to re-energize the entire American multichannel video
marketplace.

To my second point about this transaction: its benefits to consumers. Apart from
a history of bringing new competition and innovation to the television industry,
News Corp. has been tremendously successful in bringing tangible benefits to con-
sumers over nearly two decades of operating both here in the United States and
abroad. This transaction will be no exception, enabling us to share our best practices
across our platforms and across geographical boundaries to the benefit of con-
sumers. These benefits will be very real, and often easily quantifiable.

One of the first enhancements to DIRECTV’s service that News Corp.’s invest-
ment in Hughes will bring will be more local television stations for subscribers, of-
fering consumers a more compelling alternative to cable. News Corp., as a leading
U.S. broadcaster, was the first proponent of local-into-local service as part of our
American Sky Broadcasting (“ASkyB”) satellite DTH venture six years ago. In fact,
I testified before Congress on this very topic, urging passage of copyright legislation
to allow the retransmission of local signals by DBS. ASkyB conceived and designed
a DBS spot beam satellite to implement this previously unheard of idea. As a broad-
cast company, News Corp. was convinced then—as it is now—that DBS will be the
strongest possible competitor to cable only if it can provide consumers with the local
broadcast channels they have come to rely on for local news, weather, traffic and
sports.

With that in mind, News Corp. is committed to dramatically increasing
DIRECTV’s present local-into-local commitment of 100 DMAs by providing local-
into-local service in as many of the 210 DMAs as possible, and to do so as soon as
economically and technologically feasible. To that end, we are already actively con-
sidering a number of alternative technologies, including using some of the Ka-band
satellite capacity on Hughes Network Systems’ SPACEWAY system; seamlessly in-
corporating digital signals from local DTV stations into DIRECTV set-top boxes
equipped with DTV tuners; and by exploring and developing other emerging tech-
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nologies that could be used to deliver local signals, either alone or in combination
with one of the above alternatives.

In addition, News Corp. is exploring new technologies that promise to improve
spectrum efficiency or otherwise increase available capacity so that DIRECTV can
expand the amount of HDTV content. Options include use of Ka-band capacity,
higher order modulation schemes, such as the 8PSK technology FOX uses for its
broadcast distribution to affiliated stations, and further improvements in compres-
sion technology. News Corp. will urge DIRECTV to carry many more than the four
HDTYV channels it currently carries and the five channels that some cable operators
carry. In this way, we hope to help drive the transition to digital television by pro-
viding compelling programming in a format that will encourage consumers to invest
in digital television sets.

As to broadband, News Corp. will work aggressively to build on the services al-
ready provided by Hughes to make broadband available throughout the U.S., par-
ticularly in rural areas. Broadband solutions for all Americans could come from
partnering with other satellite broadband providers, DSL providers, or new poten-
tial broadband providers using broadband over power line systems, or from other
emerging technologies. News Corp. believes it is critical that consumers have vi-
brant broadband choices that compete with cable’s video and broadband services on
capability, quality and price.

The public will also benefit from the efficiencies and economies of scope and scale
that News Corporation will bring to DIRECTV. We believe by sharing “best prac-
tices,” and by using management and expertise from our worldwide satellite oper-
ations, we will be able to substantially reduce DIRECTV’s annual expenses by $65
to $135 million annually. Other efficiencies include sharing facilities of the various
subsidiaries of News Corp. and Hughes in the U.S., and developing and efficiently
deploying innovations, such as next-generation set-top boxes with upgraded inter-
active television and digital video recorder capabilities and state-of-the-art anti-pi-
racy techniques. When Hughes becomes part of News Corp.’s global family of DTH
affiliates, it will benefit from a number of scale economies that will more efficiently
defray the enormous research and development costs associated with bringing new
features and services to market. Moreover, common technology standards for both
hardware and software across the News Corp. DTH platforms should help to drive
down consumer equipment and software costs. Through these various cost savings,
DIRECTV will be able to finance more innovations in programming and technology
to ensure that it achieves and maintains the highest level of service for its cus-
tomers at competitive prices.

News Corp. also plans to bring to DIRECTV the “best practices” it has developed
at its satellite operations in other countries. DIRECTV’s “churn rate”—that is, the
rate at which customers discontinue use of the service—is around 18 percent,
whereas BSkyB’s annual churn rate is currently 9.4 percent. By using BSkyB’s “best
practices” and accelerating the pace of innovation, we predict that DIRECTV should
experience a 2 to 3 percent decline in its annual churn rate. We calculate that every
percentage point reduction in churn will add approximately $33 million to Hughes’
earnings. With these additional financial resources, DIRECTV will be able to fi-
nance additional initiatives in research, development and marketing.

Another important element that News Corp. will bring to Hughes and DIRECTV
is its deep and proven commitment to equal opportunity and diversity. Specifically,
the diversity initiatives we will implement include:

¢ A commitment to carry more programming on DIRECTV targeted at cul-
turally, ethnically and linguistically diverse audiences;

¢ An extensive training program for minority entrepreneurs seeking to develop
program channels for carriage by multichannel video systems;

. ? program for actively hiring and promoting minorities for management posi-
ions;

¢ An extensive internship programming for high school and college students;

¢ Improved procurement practices that ensure outreach and opportunities for
minority vendors; and

¢ Upgraded internal and external communications, including the Hughes web
site, to assist implementation of the above initiatives.

Finally, to my third point: there are no horizontal or vertical merger concerns
arising from this transaction. Because this transaction involves an investment in
DIRECTYV, a multichannel video programming distributor with no programming in-
terests, by News Corp., a programmer with no multichannel distribution interests,
no “horizontal” competition issues arise. There will be no decrease in the number
of U.S. competitors in either the multichannel video distribution market or the pro-



12

gramming market. To the contrary, because of News Corp.’s plans to bring “best
practices” and innovations to DIRECTV, competition in these markets will intensify
and consumers will be presented with more and better choices.

The transaction does result in a “vertical” integration of assets because of the as-
sociation of DIRECTV’s distribution platform and News Corp.’s programming assets.
But this “vertical” integration is not anti-competitive for two reasons. First, neither
News Corp. nor DIRECTV has sufficient power in its relevant market to be able to
act in an anti-competitive manner. DIRECTV has a modest 12 percent of the na-
tional multichannel market, compared to as much as 29 percent of the market held
by the largest cable operator. News Corp. has a modest 3.9 percent of the national
programming channels, compared to the largest cable programmer at 15.2 percent
of the channels.

Second, rational business behavior will prevent News Corp. and DIRECTV from
engaging in anti-competitive behavior. As a programmer, News Corp.’s business
model is predicated on achieving the widest possible distribution for our program-
ming in order to maximize advertising revenue and subscriber fees. Any diminution
in distribution reduces our ability to maximize profit from that programming. Even
if we were voluntarily willing to lower our earnings potential by withholding our
programming from competing distributors, we would be precluded from doing so by
the FCC’s program access rules. Similarly, DIRECTV has every economic incentive
to draw from the widest spectrum of attractive programming, regardless of source,
in order to maximize subscriber revenue. In short, it makes no business sense for
either party to do anything to limit our potential customer base or our programming
possibilities.

Notwithstanding these strong economic and business incentives, News Corp. and
Hughes have agreed—as a matter of contract—to a series of program access under-
takings to eliminate any concerns over the competitive effects of the proposed trans-
action. We have asked the FCC to adopt these program access commitments, which
are attached to my written testimony, as a condition of the approval of our Applica-
tion for Transfer of Control that was filed at the FCC on May 2. These program
access commitments are largely the same as those required of cable operators, but
in some respects go further. These commitments will:

¢ Prevent DIRECTV from discriminating against unaffiliated programmers;

¢ Prevent DIRECTV from entering into an exclusive arrangement with any af-
filiated programmer, including News Corp.; and

¢ Prevent News Corp. from offering any national or regional cable programming
channels it controls on an exclusive basis to any distributor and from dis-
criminating among distributors in price, terms or conditions.

These extensive commitments apply for as long as the FCC’s program access rules
remain in effect and News Corp. owns an interest in DIRECTV. They make it clear
that News Corp. and Hughes are committed to fair, open and non-discriminatory
program access practices that go well beyond what the law requires of DBS opera-
tors, cable programmers, and even cable operators.

In any event, neither News Corp. nor Hughes is among the top five media compa-
nies, by expenditure, in the United States. As you can see in the chart attached to
my testimony, News Corp. is sixth with 2.8 percent of total industry expenditures,
and Hughes is eighth with 2.2 percent. Even combining the expenditures of News
Corp. and Hughes would place the company fifth in expenditures behind AOL Time
Warner with 10.1 percent, Viacom with 6.4 percent, Comcast with 6.3 percent, and
Sony at 5.3 percent. If the expenditures from Disney’s theme parks were included
in its total, the combination of News Corp. and Hughes would rank sixth in total
“entertainment” revenues.

In closing, I believe this transaction represents an exciting association between
two companies with the assets, experience and history of innovation that will ensure
DIRECTV can become an even more effective competitor in the multichannel mar-
ket. There will be significant public interest benefits for consumers as a result of
this transaction, including bringing more local channels to more markets, innova-
tions such as set-top boxes with next generation interactive television and digital
video recorder capabilities, and a diversity program that will set the standard for
the rest of the entertainment industry.

Thank you for your attention, and I look forward to your questions.
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EXHIBIT F

Program Access Requirements:
News Corp. and DIRECTV Commitments

News Corp. and DIRECTV will be bound by the FCC’s program access rules (otherwise
applicable {o vertically-integrated satellite cable programming services) regardless of
whether News Corp., DIRECTV or any of their program services is deemedtobe a
vertically integrated satellite cable programming vendor under such rules.

In addition, News Corp. and DirecTV will make the following commitments, above and
beyond those contained in the FCC’s program access rules.

News Corp. will not offer any of its existing or future national and regional
programming services on an exclusive basis to any MVPD and will continue to make
such services available to all MVPDs on a non-exclusive basis and non-
discriminatory terms and conditions.

Neither News Corp. nor DIRECTV will discriminate against unaffiliated programming
services in the selection, price, terms or conditions of carriage.

DIRECTV will not enter into an exclusive distribution arrangement with any Affiliated
Program Rights Holder. “Affiliated Program Rights Holder” includes (i) a program
rights holder in which News Corp. or DIRECTV holds a non-controlling “Attributable
Interest” (as determined by the FCC's program access attribution rules); and (i) a
program rights holder in which an entity holding an non-controlling Attributable
interest in News Corp. or DIRECTV holds an Attributable Interest, provided that
News Corp. or DIRECTV has actual knowledge of such entity’s Attributable Interest
in such program rights holder.

Liberty Media owns approximately 18% of the non-voting equity of News Corp.
Liberty Media currently is considered a vertically integrated programmer under the
FCC'’s program access rules and, as such, is restricted in its ability to enter into
exclusive or discriminatory agreements with respect to satellite-delivered cable
programming services in which it has an Attributable Interest. In the event Liberty
Media is no longer deemed a vertically integrated programmer (including by reason
of the sale of its Puerto Rican cable interests) and so long as Liberty Media holds an
Attributable Interest in News Corp., DIRECTV will deal with Liberty Media with
respect to programming services it controls as if it continued as a vertically
integrated programmer subject to the program access rules.

DIRECTV may continue to compete for programming that is lawfully offered on an
exclusive basis by an unaffiliated program rights holder (e.g., NFL Sunday Ticket).

Neither News Corp. nor DIRECTV (including any entity over which either exercises
control) shall unduly or improperly influence: (i) the decision of any Affiliated Program
Rights Holder to sell programming to an unaffiliated MVPD; or (i) the prices, terms
and conditions of sale of programming by any Affiliated Program Rights Holder to an
unaffiliated MVPD.
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These commitments will apply to News Corp. and DIRECTV for the later of (1) as long
as the FCC deems News Corp. to have an Attributable Interest in DIRECTV and the
FCC's program access rules are in effect (provided that if the program access rules are
modified these commitments shall be modified to conform to any revised rules adopted
by the FCC) or (2) if these commitments are embodied in a consent decree or other
appropriate order issued by or agreement with the DOJ, FTC or FCC, for the term
specified by such consent decree, order or agreement.
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THE VAST MEDIA UNIVERSE

The U.S. Media Marketplace Is Highly Competitive

2002 U.S. Company
Media Revenues as a
Company Revenues % of Total
(in millions) | Media Industry

AOL Time Warner $32,630 10.1%

VIACOM $20,670 6.4%

Comeast $20,470 6.3%

SONY Corporation $17,090 5.3%

The Walt Disney Co. $13,110 4.0%

News Corporation $9,130 2.8%

Vivendi Universal §7,580 2.3%

Hughes Electronics $7,190 2.2%

General Electric/NBC/Telemundo $7,150 2.2%

Clear Channel Communications $6,920 2.1%

Cox Enterprises §6,400 2.0%

Gannett Co. $5,590 1.7%

The Tribune Company $5,400 1.7%

Bertelsmann §5,270 1.6%

Echostar C icati 54,750 1.5%

Charter Communications $4,570 1.4%

17 |advancenet Advance Publications $4,000 1.2%
18 | SRR Hearst Corporation $3,990 1.2%
19 | _ Adeiphia Adelphia Communications $3,340 1.0%
E_ The New York Times Company §3,080 1.0%
21 | SCABLEVISION. Cablevision Systems Corporation $3,070 0.9%
| 22 DkwcktRioose)  Knight Ridder $2,840 0.9%
23 Nintendo $2,130 0.7%
24 |3 Bloomberg $2,110 0.7%
25 JLawer Murs Commman~ Liberty Media $2,080 0.6%
Totals for the Top 25 Media Companies $200.560 62.1%

(By Revenue)

Source: Corporate SEC filings (except as noted in the End Naotes).
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THE VAST MEDIA UNIVERSE

w

w

NOTES

Media include the following industry segments: broadcast elevision, broadeast radio, cable & satellite
providers, cable & satellite programming, newspaper publishing, consumer magazine publishing,
consumer book publishing, consumer Internct sites, filmed entertainment, recorded music, interactive
entertainment, and ouldoor advertising (the "Media"). Total U.S. expenditures (end-user spending) on
the Media was estimated to be $324.006 billion in 2002 (the "Total Media Industry™). Sowrce: PO
Media, LLC; Veronis Subler Stevenson. Company revenues for the Media are reported as a percentage
of the Total Media Industry. Since most private companies do not publicly report financial
performance, data on total revenues for the Media is unavailable. The Total Media Industry, which
includes expenditures on both publicly- and privately-owned companies, approximates total 1.S.
revenue for both public and private companies operating in the Media.

Corporate SEC filings for AOL Time Warner, Comcast, News Corporation, CSC Holdings and Tribune
Company do not separately break outl revenues for certain segments (e.g., sports teams) thal are not
among the segments that comprise the Totai Media lndustry.

Corporate SEC filings for Viacom and Clear Channel Communications and Bertelsmann's Annual
Report do not separately break out revenaes [or certain segments (e.g.. theme parks, live enterlainment
and media scrvices) that are not among the segments that comprise the Total Media Industry.

As reported in its 10-K, Comcast's figures include unaudited pro forma revenues for AT&T Broadband,
which merged with Comecast in November 2002.

News Corp.'s figures include U.S. and Canadian revenues for both Fox Entertainment Group, Inc. and
Harper Colling, but exclude revenues for the New York Post.

SONY, Vivendi Universal, Hughes Electronics, GE/NBC/Telemundo, CSC Hoidings, Nintendo, and
Liberty Media figures may include some non-U.S. revenues.

The figures for Cox Enterprises are 2001 revenues and have been derived from the company's web site,
htip:/Awww.coxenterprises.com.

Adelphia Communications’ figures are an estimate based on financial statements filed by the company
with the United States Bankruptey Court on November 25, 2002, See Mike Farrell, ddelphia’s
Numbers Aren't All Bad, Multichannel News, December 2, 2002, at 6.

Revenues for the following, privately-held companies have been derived from Advertising Age:
Advance Publications, TTearst Corporation and Bloomberg. See Leading Media Compani
Advertising Age, August 19, 2002, a1 S-2. The revenue figures Tor these companies are 2001 figures
and may exclude cerlain revenues from certain industry segments that comprise the delfinition of the
Total Media Industry.
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Securities Laws Information

In connection with the proposed transactions, General Motors Corporation (“GM”"), Hughes Electronics
Corporation {“Hughes”) and The News Corporation Limited (“News”) intend to file relevant materials with the
Securities and Exchange Commission ("SEC"), including one or more registration statement(s) that contain a
prospectus and proxy/consent solicitation statement. Because those documents will contain important
information, investors and security holders are urged to read them, if and when they become available. When
fited with the SEC, they will be available for free (along with any other documents and reports filed by GM,
Hughes or News with the SEC) at the SEC's website, www.sec.gov. GM stockholders will aiso receive
information at an appropriate time on how to obtain transaction-related documents for free from GM. When
these documents become available, News stockholders may obtain these documents free of charge by
directing such request to: News America Incorporated, 1211 Avenue of the Americas, 7th Floor, New York,
New York 10038, attention: Investor Relations.

GM and its directors and executive officers and Hughes and certain of its executive officers may be deemed to
be participants in the solicitation of proxies or consents from the holders of GM $1-2/3 common stock and GM
Class H common stock in connection with the proposed transactions. Information about the directors and
executive officers of GM and their ownership of GM stock is set forth in the proxy statement for GM's 2003
annual meeting of shareholders. Participanis in GM'’s solicitation may also be deemed to include those
persons whose interests in GM or Hughes are not described in the proxy statement for GM’s 2003 annual
meeting. Information regarding these persons and their interests in GM and/or Hughes was filed pursuant to
Rule 425 with the SEC by each of GM and Hughes on April 10, 2003. Investors may obtain additional
information regarding the interests of such participants by reading the prospectus and proxy/consent
solicitation statement if and when it becomes available.

This communication shall not constitute an offer to seli or the solicitation of an offer to buy any securities, nor
shall there be any sale of securities in any jurisdiction in which such offer, solicitation or sale would be unlawfui
prior to registration or qualification under the securities laws of any such jurisdiction. No offering of securities
shall be made except by means of a prospectus meeting the requirements of Section 10 of the Securities Act
of 1933, as amended.

Materials included in this document contain “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995. Such forward-looking statements involve known and unknown risks,
uncertainties and other factors that could cause actual results to be materially different from historical results or
from any future results expressed or implied by such forward-looking statements. The factors that could cause
actual results of GM, Hughes and News to differ materially, many of which are beyond the control of GM,
Hughes or News include, but are not limited to, the following: (1) operating costs, customer loss and business
disruption, including, without limitation, difficulties in maintaining relationships with employees, customers,
clients or suppliers, may be greater than expected following the transaction; (2) the regulatory approvals
required for the transaction may not be obtained on the terms expected or on the anticipated schedute; (3) the
effects of legislative and regulatory changes; {4) an inability to retain necessary authorizations from 